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An Appraisal of Cooperatives in the U. S. A. 


Cooperatives on the Rochdale pattern have been organized for over 100 years. We here present 

an appraisal of experience in the United States, which includes discussion of the questions: Will 

farmers “evangelize” the cities? Is organized labor becoming interested in “collective buying”? What 
are the churches contributing to the movement? 


There had been cooperatives before the one at Rochdale, 
England, whose one hundreth “birthday” has recently been 
celebrated. One now operating in Scotland is reported to 
be much older! It is recognized that the Rochdale group 
put together “sound principles” of organization that have 
stood the tests of time. The well-known principles of 
organization are: Membership open to anyone; one man, 
one vote; a moderate reward for invested capital; the re- 
turn of the savings or surplus to the consumer to the degree 
to which he has used the organization; neutrality in re- 
ligion and politics; trading on a cash basis; education of 
members and non-members in the cooperative principles. 

The Rochdale experiment was widely used as a pattern 
by people in other English towns and cities. The Roch- 
dale pioneers were industrial workers who wished to 
stretch the pay envelope. It seems established now that 
they made an unintended social invention. They made 
provision for the return of the savings of the enterprise 
to the consumer. They thus created a consumer move- 
ment, which was the contribution of the Rochdale pioneers. 

A Sunday school superintendent was among the first 
to recognize the significance of the labors of the Rochdale 
pioneers. He was John T. W. Mitchell, who was for 
most of his life superintendent of the Milton Road Con- 
gregational Church Sunday school in Rochdale. Mitchell 
was not one of the pioneers. He joined in 1852. His 
biographers report that “through discussions at the Sunday 
school his interest in cooperation was aroused.” Mitchell 
threw himself into the movement and became one of its 
ablest administrators. When Beatrice Potter, later Beatrice 
Webb, began her noted studies of the British cooperatives, 
she relied mainly on her interviews with Mitchell for her 
interpretations of their significance. 

In 39 nations there were over 100,000,000 members of 
cooperatives in the year 1939. In prewar Scandinavia, 
cooperatives had become important stabilizers. They con- 
trolled a sufficient portion of the trade to influence price 
levels generally. The British consumer movement re- 
ported an annual turnover of about 500,000,000 pounds 
in 1944. In Britain the Cooperative Wholesale had be- 
come one of the largest business enterprises. It had a 
finance department that operated one of the largest banks 
in the nation. 


Origins in the U. S. A. 


Apparently cooperatives came to the U. S. A. by various 
routes. A favorite one was England to Scandinavia to 
the U.S. A. Scandinavian immigrants in city and coun- 
try did much to aid growth here. There is record of a 
Protective Union, apparently a cooperative on the Roch- 
dale pattern, in Boston, in 1845. Other protective unions 
were organized by workers in other cities. These early 
societies all quickly disappeared. Organized labor in the 
United States showed a great deal of interest in the self- 
governing workshop (or producer cooperative) down 
through the 1890’s. But that particular form of coopera- 
tion was not to become established. It was also tried in 
England but was never widely organized. 

Out of informal associated efforts came a number of 
farmer cooperatives for marketing and purchasing. The 
early Grange went into cooperation with evangelistic 
fervor. Many retail stores were established. By 1875 
the Grange, begun in 1867, had 500,000 members. Ex- 
periments in manufacturing were begun. The Farm Credit 
Administration has records of over 25,000 farmers asso- 
ciations formed for marketing or purchasing, of which 
over 10,500 are still in business. Some students of farmer 
cooperation believe that in addition to the 15,000 that have 
ceased operations, according to record, there must have 
been 10,000 or 15,000 additional ventures which went out 
of business without leaving records for research workers. 

Such figures, however, do not alarm farm cooperative 
leaders. They say that the proportion of failures among 
retail farm cooperatives is much less than in retail trade 
generally. Successful farmers’ efforts have probably been 
largely due to the fact that the Grange, the Farm Bureau 
and the Farmers’ Educational and Cooperative Union, 
all “general” farm organization, have sponsored or started 
many cooperatives. In the cities, there have been no such 
sponsoring groups, and the lack of them may help to ac- 
count for the relatively low urban activity. 

Probably over 40 per cent of our 6,000,000 farmers 
now belong to at least one cooperative. Duplications of 
membership are frequent, because many farmers belong 
to several organizations. The Farm Credit Administration 
records indicate that only about five per cent of the 7,800 


= 
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active farmers’ marketing associations were organized 
prior to 1900; the “peak decade” for organization was 
1910-20. More than 90 per cent of the 2,800 farmers’ 
purchasing associations have been formed since 1910. 
During the past decade, farmers’ purchasing has made 
more rapid gains in volume than cooperative marketing. 
Farmers have made wide use of local mutual associations, 
not technically cooperatives, yet non-profit businesses. The 
latest figures of F. C. A. indicate that there were 1,909 
farmers’ mutual fire insurance associations in 1936, of 
which 80 per cent were formed prior to 1900, Some of 
these democratic mutuals now in business were organized 
in pre-Rochdale days. There were also 2,067 farmers’ 
mutual telephone associations in 1937, of which 20 per 
cent were organized prior to 1900; and 2,442 irrigation 
associations in 1936, of which 50 per cent were begun 


before 1900. 


Credit Unions and Cooperative Finance 


The credit union movement is now widespread, with 
close to 4,000,000 members in more than 10,600 associa- 
tions. Credit unions are largely urban, only several hun- 
dred being found in rural communities. They are 
cooperative banks that receive deposits from and make 
short-term loans to their members. Loans are repaid in 
weekly or monthly instalments. Our credit unions may 
be traced to an invention of Frederick William Raiffeisen 
in Germany. Raiffeisen was a devout evangelical layman, 
a mayor of a small city whose religious devotion was such 
that he once declared he felt he was in the Christian min- 
istry when he was organizing cooperative banks. Raif- 
feisen spoke of “brotherhood credit.” He claimed he was 
organizing agencies of economic reconstruction, popular 
education and moral renaissance. 

Extension of credit unions was forwarded for many 
years in the United States by Edward A. Filene, noted 
Boston merchant, who saw his first credit union while 
traveling in India. Mr. Filene helped to secure the 
passage of the first state law providing for incorporation 
and supervision of credit unions—that of Massachusetts 
in 1909. The Russell Sage Foundation was influential, 
with other agencies, in securing the enabling act for in- 
corporation of credit unions in New York in 1913. Mr. 
Filene financed the Credit Union National Extension 
Jureau, which became the present Credit Union National 
Association. 

Credit unions operate under state or federal charter. 
The Credit Union Section of the Federal Deposit In- 
surance Corporation grants national charters; state bank- 
ing departments charter the state organizations. Both 
state and federal laws provide that credit unions may be 
organized only among a group of people who have common 
interests and already associate with one another. Credit 
unions are generally organized among the employes of 
industries. Organization has been encouraged by the 
managers of industry, who have approved devices that 
keep their employes out of the hands of loan sharks. How- 
ever, many of the managers of industry do not welcome 
the thought of credit unions becoming a missionary in- 
fluence for cooperatives. It is well known that many 
credit unions, although actually cooperatives, do not use 
that term. Although many of the leaders of the credit 
union movement have interests identical with those of 
other cooperatives, most members of credit unions prob- 
ably do not regard themselves as a part of the cooperative 
movement. And most credit unions are not zealously 
trying to spread other forms of cooperation. 


. mainly among farmers. 


A local church is an eligible unit for the organization 
of a credit union, under federal or state laws. About 
four per cent of the credit unions have been organized 
within congregations. Those among the Roman Catholics 
are more numerous than those in Protestant and Jewish 
congregations. 

Cooperative insurance services, offering life, fire and 
auto liability policies, are spreading in over a dozen states, 
The Cooperative League has 
assisted in the establishment of a National Cooperative 
Finance Association. There are those who believe that 
cooperative finance may become a more promising field 
of operation than the traditional neighborhood store. 


Extent of Other Cooperatives 


A recent estimate indicates that cooperative business 
in purchasing and marketing alone, amounts to perhaps 
$5,250,000,000 a year, of which around 90 per cent is in 
agriculture. The gross membership of all farm coopera- 
tives was over 4,000,000 persons in 1944, the Farm Credit 
Administration has just reported. The 7,800 farmers’ 
marketing associations account for a volume of some four 
billion dollars ; the 2,700 farmers’ purchasing cooperatives 
account for less than a billion dollars. These purchasing 
cooperatives have recently moved rapidly into production, 
and now own 112 units, including 15 feed mills, 13 ferti- 
lizer factories, nine oil refineries, seven oil compounding 
plants, seven seed mills, six printing plants, five flour mills, 
four pipe lines, four saw mills. Among 15 grouped under 
“miscellaneous” is one cosmetics factory. 

There are about 2,400 local cooperative retail grocery 
stores, rural and urban. About 1,000 of these sell products 
labelled by grade. There are about 1,400 service stations 
for petroleum products, largely in rural communities of 
the Middle West. There are about 1,226 farm supply 
cooperatives, which handle mainly feed, seed and fertilizer. 
There are 325 cooperatives on college campuses, where 
they operate book stores, restaurants and houses. There 
are over 825 cooperatives that distribute electricity in 
rural communities. There are 41 burial associations, 
which were described in INFORMATION SERVICE for April 
23, 1938. There are 30 associations which are organized 
to provide medical care, and 59 housing associations. 

There is a tendency for many local cooperatives, when 
they report “members,” to include all “patrons.” This 
practice probably gives to some a misleading impression 
of the strength of the movement. Except in agriculture, 
cooperatives are not extensively organized. Some who 
know local associations say it is frequent for a cooperative 
(like many other organizations) to have a relatively small 
group of devoted people, and then other “layers” including 
the mildly interested and the indifferent fringe. The 
movement as a whole has made progress, but there is no 
evidence that a large proportion of the members of co- 
operatives are conducting any significant crusade on behalf 
of the objectives of the cooperative movements. 

The Farm Security Administration has organized about 
17,000 informal cooperative groups among the small, low- 
income farmers. For example, six farmers band together 
in order to purchase a tractor, or a threshing machine or 
a bull. This is an important form of producers’ coopera- 
tion. F. S. A. has also helped to organize informal as- 
sociations for medical care among over 100,000 farmers 
in over 1,000 counties. Farm families customarily paid 
$2.00 into a central county fund for payment of their 
medical care. These associations operate with the co- 
operation of the county medical societies. 


A 
a 
son 
ciet} 
to d 
Mil 
sho! 
only 
chaj 
of a 
28 
was 
A 
rect 
dale 
Mo 
Loa 
mitt 
and 
eral 
Ro 
coo 
7 
eric 
wo! 
wit 
in 
as 
unt 
ins 
sto 
Wa: 
tue 
say 
en 
Ro 
cor 
as 
cot 
wh 
in 
La 
the 
eal 
tre 
the 
an 
do 
Ne 
Gl 
Ey 
H 
co 
th 
(] 
bt 
sc 
cl 
of 
pi 
et 


nization 
About 
ganized 
atholics 
Jewish 


ire and 
| States, 
ue has 
erative 
ve that 
ig field 
re. 


usiness 
erhaps 
it is in 
Opera- 
Credit 
irmers’ 
1e four 
ratives 
hasing 
uction, 
3 ferti- 
nding 
mills, 
under 


rocery 
oducts 
tations 
ties of 
supply 
tilizer, 
where 
There 
ity in 
ations, 
April 
anized 
Ss. 
when 
This 
ession 
ilture, 
> who 
Tative 
small 
uding 
The 
is no 
of co- 


behalf 


about 
low- 
rether 
ne or 
pera- 
al as- 
“mers 
paid 
their 
e 


The Religious Witness 


At least half of the 28 Rochdale pioneers were Uni- 
tarians. These were affiliated with a little chapel led by 
a “cobbler parson,” Rev. James Wilkinson. Mr. Wilkin- 
son served as one of the “arbitrators” of the original so- 
ciety from 1844 to 1858. It is said that he had little work 
to do in that capacity. The president of the first society, 
Miles Ashworth, was affiliated with the chapel. In a 
short time it became known as “the co-op chapel,” the 
only place of worship in the world to have that name. The 
chapel is still standing and is now the Sunday school room 
of a Unitarian Church in Rochdale. Two of the original 
28 were Swedenborgians, and one of these, John Kershaw, 
was president of the Rochdale Society in 1847 and in 1851. 

Almost from the beginning, Rev. W. N. Molesworth, 
rector of Spotland, a Church of England parish in Roch- 
dale, took a personal interest in the pioneer society. Dr. 
Molesworth helped to organize the Rochdale Cooperative 
Loan Fund in 1862. In the 1860's the Educational Com- 
mittee formally acknowledged Dr. Molesworth’s “valuable 
and disinterested services” in behalf of “cooperation gen- 
erally.” Thus there were apparently two clergymen in 
Rochdale who had a significant relationship to organized 
cooperation. 

Two Anglican clergymen, Charles Kingsley and Fred- 
erick D. Maurice, encouraged the cooperative producer 
workshop and, later, consumer cooperation, in connection 
with their movement for Christian Socialism, beginning 
in 1848. In a series of tracts, Kingsley was concerned, 
as he once put it, with the unsocial Christians and the 
unreligious socialists. 

A Lutheran pastor, H. Christian Sonne, furnished the 
inspiring leadership for the first consumer cooperative 
store to be organized in Denmark in 1866. Pastor Sonne 
was preaching in Thiested, Jutland, on the Christian vir- 
tues, when a listener had the courage to interrupt and to 
say that a piece of bread would be welcome. Soon a “new 
endeavor” began for Pastor Sonne. He read about the 
Rochdale store, and helped to organize one in his own 
community. It was, like many other early ventures, not 
a success. But Pastor Sonne persisted, and in 1871, he 
convened at the University of Copenhagen, a meeting at 
which the first federation of consumer cooperative stores 
in Denmark was organized. 

John R. Commons, and his colleagues in History of 
Labor in the U. S. (New York, Macmillan, 1918) record 
that the Christian clergy were in the main opposed to the 
early ventures in producer cooperation by members of 
trade unions. Washington Gladden, when minister of 
the First Congregational Church in Columbus, Ohio, was 
among the first prominent Protestant clergymen to en- 
dorse the cooperative movement. In 1885 he lectured in 
New Haven at what is now the Yale Divinity School on 
“Cooperation—The Logic of Christianity.” He quoted 
Gladstone on the merits of the English cooperatives. 


Walter Rauschenbush saw cooperatives on a trip to 
Europe in 1891, and resolved to write a book about them. 
He never did, but he made a number of statements about 
cooperatives in his widely read books, Christianity and 
the Social Crisis (1907), Christianizing the Social Order 
(1912), and Dare We Be Christians? (1914), Rauschen- 
bush pointed to the integration of individual interest and 
social responsibility in the invention of Rochdale. He 
claimed he had seen demonstrated “the economic efficiency 
of fraternal cooperation.” He wrote that the Rochdale 


pioneers had introduced new economic principles of high 
ethical quality. 


“Their strength is in love.” Coopera- 
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tives did not succeed, he concluded, when they were used 
by individuals for personal exploitation and aggrandize- 
ment. 

Many Catholic scholars and administrators have en- 
dorsed cooperatives. Msgr. John A. Ryan included a 
sympathetic study of cooperatives in his Distributive Jus- 
tice, first published in 1916. The great papal encyclicals 
of 1891 and 1941 did not mention cooperatives, but the 
present Pope, Pius XII, made favorable mention of “‘co- 
operative unions” among farmers and others in 1944, 
and also sent a special message to all Catholics and non- 
Catholics who gathered in Westphalia, Iowa, for the 
celebration of the Rochdale Centennial in 1944. The 
National Catholic Rural Life Conference has been es- 
pecially active in promoting cooperatives. In 1919, the 
Catholic Bishops’ “Program of Social Reconstruction” 
recommended the organization of cooperative stores. The 
Catholic educators at St. Francis Xavier University at 
Antigonish, Nova Scotia, have influenced cooperation 
generally on this continent by their development of co- 
operatives as agencies of adult education. 

Toyohiko Kagawa, a free lance Christian evangelist 
in Japan, profoundly influenced the Protestant churches 
in behalf of cooperative movements on a preaching mis- 
sion here in 1935-36. “How shall Christianity change 
the economic system? Through cooperatives, which are 
the love principle in economic action.” This he declared 
at Indianapolis at a Seminar called by the Industrial 
Division of the Federal Council. Dr. Kagawa “converted” 
many who have since zealously carried on publicity and 
education in behalf of cooperatives in the Protestant 
churches and were an important factor in the growth of 
city cooperatives in the last ten years. Dr. Kagawa also 
stimulated local organization efforts, many of which were 
noted in The Manual on the Church and Cooperatives, 
published in this Service on March 23, 1940. But church 
people generally were not stirred to action. (A history of 
Christian interest in the movement for 100 years appears 
in the references below. ) 


Important Issues 


A current issue has to do with taxation. An association 
has been formed for the purpose of achieving “tax equal- 
ity” for cooperatives and other businesses. The controversy 
centers around the tax levied by the federal government 
on the net incomes of corporations. It is being contended 
that if stock corporations, operated for the private profit 
of stockholders, should pay the corporation income tax, 
then cooperatives should also do so. 

The “city cooperatives” already pay the corporation 
income tax upon that portion of their net income not 
distributed to their members as the savings return or the 
patronage dividend. Both British and American laws 
have thus far protected the savings’ return of a purchasing 
cooperative from taxation. The House of Lords once 
gave its opinion in a case to the effect that the savings 
return was not the income nor the property of the co- 
operative, but was only temporarily held by the organiza- 
tion for the actual owner, the member of the cooperative. 
Cases in American law have thus far been decided in the 
same tradition. The member must pay the personal in- 
come tax on the money returned to him by the cooperative. 

However, farmers’ cooperatives are by law specifically 
exempt from federal income taxation. Farmers’ coopera- 
tives pay local real estate taxes, social security taxes, etc. 
But they have been put into a special class of non-profit 
business by Congress. The action was probably taken by 
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Congress on the assumption that special encouragement 
to organize was desirable in the case of the farm popula- 
tion. The political power of organized agriculture was 
also obviously a factor in the situation. There is ap- 
parently some opinion among farm leaders that eventually 
farm cooperatives should be treated as the city consumer 
cooperatives now are. There is also developing some 
opinion against the corporation income tax generally, on 
the theory that the stockholder in a private profit business 
is thereby actually subject to double taxation. First, the 
corporation owned by the stockholders pays a tax on the 
net income; then the stockholders pay a personal income 
tax on the portion distributed as a dividend. 


In the American scene today there are several important 
cooperative movements, not closely related to one another. 
The chief cleavage is that between the farmer movement 
and the consumer movement. It is reported that at a 
“goodwill conference” held under church auspices, at- 
tended by representatives of all economic groups, a farmer 
representative ceased to show goodwill after consumer 
cooperation was mentioned! This lack of cooperation 
among cooperators is widespread but not universal. There 
are several states in the Middle West where many farm 
people speak naturally and freely about consumer coopera- 
tion, and, indeed, so name their purchasing cooperatives. 
There are other states in which farmer cooperative mar- 
keting and purchasing leaders oppose consumer coopera- 
tion. On the other side of the fence, some consumer 
cooperatives have developed with, at least, indifference 
toward farmer producer movements. 


Since the cooperative movements in the United States 
are so largely rural, it is sometimes wondered whether 
farmers will try to “evangelize” the cities. There are 
two branches of the farmers’ purchasing movement. There 
are cooperatives that handle primarily “farm supplies” 
used in production (feed, seed, gasoline, fertilizer) ; and 
there are cooperatives that handle “household supplies,” 
mainly groceries. Controversy has even developed over 
the way gasoline is used by the farm family. When co-op 
gasoline is used to transport the family to church, 
it has been said the family is a part of the consumer 
movement. But when gasoline goes into the tractor 
to plow the fields—that is producers’ cooperation. 
These not too serious controversies may illustrate some 
of the difficulties over terminology, and the extent to which 
loyalties are divided. There is plainly a “tug” in the 
farm movement, between a producer loyalty and a con- 
sumer loyalty. There are some farm leaders, however, 
who say that they possess both a producer and a consumer 
point of view, and that rural statesmanship calls for the 
development of both. But under present circumstances 
farm people are not rushing to evangelize the cities. 

Lack of extensive loyal constituencies and the difficulty 
of discovering natural “communities” and neighborhoods 
in cities, are undoubtedly the chief handicap of the urban 
movement. The co-ops, like the churches, suffer from 
shifting populations. “Why is our co-op so lousy as an 
organization?” One answer might be that it is as lousy 
as the members and the manager make it. Participating 
in a cooperative is not simple. One must pay for stock 
or membership, one should patronize regularly, and one 
should participate in meetings personally. Only a small 
number of American consumers now wish to put forth 
all this effort. There are easier ways to trade. 

Some look to organized labor for the encouragement 
and sponsorship in cities, somewhat comparable with that 
given by the Grange, Farm Bureau and Farmers Union 


among farmers. James Myers has found over 150 urbay 
consumer cooperatives which were either organized by 
trade union members or have half of their members from 
the labor union constituencies. Will labor, already com. 
mitted to collective bargaining, also go in for collective 
buying? The more than 13,000,000 members of labor 
unions could, if they wished, really establish consumer 
cooperation in American cities. 

The question is frequently asked, “Will more church 
people become concerned and active?” Experience seems 
to point to the conclusion that church people become in- 
terested in a practical way for organization in two situa- 
tions. It can be done where the local church members 
are largely farmers. It can also be done where the local 
church members are largely industrial workers. In other 
situations, churches discuss and educate, in ways that are 
seldom pointed toward social action—except as some in- 
dividuals act on their own. Such instances may be numer- 
ous, but there is no way to count or document them. There 
is also frequent testimony that such action is significant, 
Official pronouncements are numerous and clear. Often 
they are passed only to be filed or buried. Only a sweep- 
ing change of attitudes among church people would bring 
them generally to inform themselves about, or to become 
active in, cooperative movements. 


Recent Publications 


Here Is Tomorrow. By Wallace J. Campbell. New 
York 11, Cooperative League of the U. S. A. (167 W. 
12th St.), 1944. 10 cents. A popular interpretation of 
the consumer movement. 

Taxes and Co-ops. Minneapolis 13, Midland Coopera- 
tive Wholesale, 1944. Single copies free. About the 
current tax controversy. 

Labor and Co-ops. By James Myers. New York 11, 
Cooperative League of the U. S. A. (167 W. 12th St.), 
1944, 15 cents. About the extent of “collective buying.” 

Bethlehem and Rochdale. By Benson Y. Landis. New 
York 11, Cooperative League of the U. S. A., 1944. 25 
cents. A history of Christian interest in the Rochdale 
movement for 100 years. 

A Cooperative Economy. By Benson Y. Landis. New 
York 16, Harper and Brothers, 1943. $2.00. (Special 
editions at $1.00 a copy available from the Cooperative 
League and Association Press). A survey of producer, 
consumer and public cooperation. 

Catholic Churchmen and Cooperatives. The Catholic 
Cooperative Committee. Des Moines, The National 
Catholic Rural Life Conference, 1944. 20 cents. Quota- 
tions from many churchmen. 


Reprints of Previous Issues 


Reprints of previous issues of this SERVICE are available 
from the Federal Council’s Committee on the Church and 
Cooperatives, as follows: 

“Manual on the Church and Cooperatives.” Compiled 
by Benson Y. Landis. March 23, 1940. 10 cents. In- 
cludes accounts of 25 local efforts of church groups. 

“The Church and Credit Unions.” By Benson Y. 
Landis. December 13, 1941. Includes stories of fifteen 
organizations within parishes and congregations. 


Note: The Control of Germany and Japan, by Harold 
G. Moulton and Louis Marlio, which was reviewed in 
INFORMATION SERVICE for March 31, is available in a 
paper edition, price 25 cents, as well as in cloth. Both 
are published by The Brookings Institution, Washington, 
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